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Executive Summary

This report examines the role of formal long-term services and supports (LTSS) in
Medicaid. It also examines how sociodemographic changes are likely to affect the demand for
LTSS in the future, and as a result, Medicaid use and expenditures. The analysis suggests three
main themes.

First, the demand for LTSS services is likely to increase dramatically. The increased
demand is largely, although not entirely, driven by the aging of the baby boom population. Of
particular importance is that the age group with the highest risk of requiring LTSS services is
growing faster than the overall population and faster than the population age 65 and older.

Dementia related to Alzheimer’s disease will play a major role in the increase in demand for
LTSS.

Second, LTSS is a major part of the Medicaid program, accounting for about a third of
total expenditures, although the percentage has been declining steadily over time. Although the
number of Medicaid beneficiaries who are younger people with disabilities has grown
substantially over time, the number of elderly Medicaid beneficiaries has barely increased since
the early 1990s, despite the growth in the number of older people in the general population.
Because people using LTSS have high medical needs and because many younger people with
disabilities do not qualify for Medicare, users of LTSS account for 42 percent of total Medicaid
medical and LTSS expenditures; older people and younger persons with disabilities account for
56 percent of expenditures. Also, because states have considerable latitude over financial
eligibility, covered services and reimbursement, the percentage of total Medicaid spending on
LTSS varies widely among states, from 18 percent in Arizona to 61 percent in North Dakota.

Third, Medicaid is the dominant payer for LTSS; for example, 62 percent of nursing
home residents have their care paid by Medicaid. Although Medicaid historically has primarily
financed institutional services, such as nursing homes and institutions for people with intellectual
and developmental disabilities (IDD), federal and state policies have fostered a greater emphasis
on home and community-based services (HCBS). This trend has been especially notable for
people with IDD and less so for older people and younger persons with physical disabilities.



